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SUB J : PRIME RATE GOES DOWN AGAIN - AND AGAIN 

1. IN AN APPARENT EFFORT TO IMPROVE THE U.S. DOLLAR 
RATE AND EAST THE LIQUIDITY PROBLEMS OF LOCAL FIRMS, THE 
PRINCIPAL HONG KONG BANKS LOWERED THEIR PRIME RATE (AGREED 
BEST LENDING RATE) TO 8-1/2 PERECENT ON FEB 19, THEN TO 

7-1/2 PERCENT WITH EFFECT FROM FEB 22. 

2. THE HONG KONG AND SHANGHAI BANK AND THE CHARTERED BANK 
ISSUED A IOINT COMMUNIQUE ON THE EVENING OF FEB 20 TO 
ANNOUNCE THE NEW RATE. THE EXCHANGE BANK ASSOCIATION 
ALSO LOWERED THE RATES OF INTEREST BANKS WILL PAY FOR 
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5-1/2 PERCENT FOR SIX MONTHS AND 6 PERCENT FOR TWELVE 
MONTHS. 

3. THE MOVES WERE MADE AFTER THE EXPECTED POST- 
CHINESE NEW YEAR RISE FOR THE U.S. DOLLAR FAILED TO 
MATERIALIZE. COMMERCIAL BANKS TELL US U.S. DOLLAR 
MARKET IS VERY SLUGGISH, CHARACTERIZED BY LOW VOLUME 
AND AN ABSENCE OF BUYERS. THE DOLLAR RATE HAS BEEN 

A TARGET OF COMPLAINTS BY LOCAL MANUFACTURERS WHO ARE 
HAVING DIFFICULT SELLING ON THE U.S. MARKET. THE 
BANKS HOPE THE NEW DEPOSIT RATES WILL DISCOURAGE A 
FURTHER INFLOW OF U.S. DOLLARS SEEKING BUYERS. 

4. THE STOCK MARKET REACTED SHARPLY. RUMORS OF 
THE REDUCTION SPURRED A 13.5 RISE IN THE HANG SENG 
INDEX IN THE AFTERNOON OF FEB 20. THE DOLLAR RATE WAS 
STILL DEPRESSED AT 4.61 AS OF NOON FEB. 21. 
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